
AUDIT AND ASSURANCE COMMITTEE

Meeting date: 27th November 2020

From: Director of Finance (S151 Officer) 

ACCOUNTS OVERVIEW - 2019/20 

1.0 EXECUTIVE SUMMARY

1.1 The Unaudited Accounts for the Council and the separate Cumbria 
Local Government Pension Scheme (Cumbria LGPS) 2019/20 were 
published on 31st July 2020 in line with the Accounts and Audit 
(Coronavirus) (Amendment) Regulations 2020.

1.2 Grant Thornton have now substantially completed their audit work on 
the Council’s 2019/20 Accounts and will present their Audit Findings 
Report to this meeting (Agenda Items 7a). 

1.3 Grant Thornton have completed their audit work for the Cumbria LGPS 
and presented their Audit Findings Report to the 23rd November 
meeting. 

Key Messages

1.4 The key messages of the Audit Findings Reports are that Grant 
Thornton intend to issue an unqualified audit opinion on both the 
Cumbria County Council and the Cumbria Local Government Pension 
Fund (LGPS) 2019/20 Accounts. 

1.5 Grant Thornton also intends to issue an unqualified Value for Money 
conclusion for Cumbria County Council in respect of securing 
economy, efficiency and effectiveness in the use of resources.  The 
Auditor is satisfied that in all significant respect the Council put in 
proper arrangements to secure economy, efficiency and effectiveness 
in its use of resources. 

1.6 The Audit Findings Report for the Council conclude that again the 
Council has achieved a very high quality of financial reporting, with 
working papers being to a good standard. Grant Thornton positively 
commented on the effective response time to their audit queries. 
Overall, the very small number and the nature of the adjustments 



reflect the continuing and sustained improvement and substantial 
progress the Council has made in strengthening the accounts process 
over recent years. 

1.7 The Council’s draft primary statements required adjustment in respect 
of the increase in the net pension liability as a result of a change in the 
value of LGPS assets that arose after the unaudited accounts were 
published. There were also some minor amendments required to the 
disclosure notes to enhance the reader’s understanding. There are two 
recommendations for action in the Council’s Audit Findings Report 
relating to valuation of land and buildings.  

1.8 There have been some narrative updates to the Council’s Accounts 
since the set reviewed on 23rd November. The updates have all been 
highlighted in green in Agenda Item 6b and are listed below:

 On pages 19 and 20 of the Accounts paragraph 12 of the 
Narrative Statement- Financial Outlook and the COVID-19 
pandemic – has been updated to reflect the latest position.

 Page 66 Note 3 Added the reference to the Cumbria LGPS pooled 
property holdings as reported at the meeting on 23rd November. 

 Page 153 Note 43 Prior Period Adjustment, added paragraph 43 
to explain an update of £15.943m to a comparative figure for 
2018/19 in Note 27 Financial Instruments. 

 Page 250 Cumbria LGPS Accounts Note 22 updated the wording 
to add “including pooled property funds”.

1.9 While the aim is to provide a completely “clean” set of accounts, it is 
exceptional for any Council not to have some amendments to their 
unaudited accounts given the scale of the exercise (resulting in a 259 
page document) and the complex and technical requirements for 
completion. 

1.10 The Audit Findings Report highlights the continuing high standards 
that are being achieved in the quality of the Statement of Accounts. 
The production of the Statement of Accounts is an annual exercise and 
is the final piece of the jigsaw in relation to the financial management 
cycle for the Council. By its nature it is a very technical exercise but at 
its core it relies on the significant level of work that is carried out 
during the year across Finance and the wider organisation in managing 
and monitoring the Council’s financial position.  To maintain these 
high standards when the timetable for closure of accounts has 
shortened whilst resources are constrained across the Council and in 
Finance has been challenging.  

1.11 The Audit Findings Report for Cumbria LGPS as reported on 23rd 
November contains no recommendations and confirms that the 
accounts contained no material errors to the primary statements. 



1.12 At the meeting on 23rd November Members:
 Approved that the Letter of Representation for the Cumbria LGPS 

can be signed, on behalf of the Council, by the Director of Finance 
(s151 officer) and the Chief Executive on the date of the audit 
opinion, subject to there being no significant changes in the 
disclosures in the letter between 23rd November 2020 and the date 
of the audit opinion.

 Confirmed that they are satisfied that the Cumbria LGPS 2019/20 
Accounts, as presented with a minor amendment to include 
additional wording in note 22 as detailed at 4.7.1 and in Appendix 1 
to that report, can be approved as part of the Council’s audited 
accounts at today’s meeting.

 Confirmed that they have received and considered the findings in 
the external auditor’s Audit Findings Report for the Cumbria LGPS.

 Approved the Port of Workington Harbour 2019/20 Accounts.
 Reviewed the Cumbria County Council draft 2019/20 audited 

accounts as at 13th November 2020.

1.13 At today’s meeting the Committee will receive the following:

Agenda 
Item

Paper Title

5 Annual Governance Statement
6a Letter of Representation – Cumbria County Council 
6b Cumbria County Council Audited 2019/20 Accounts 
7a Grant Thornton Audit Findings Report for Cumbria County 

Council including Value for Money conclusion

1.14 On 27th November Members will be asked to:

 Review any changes made to the Accounts of Cumbria County 
Council for 2019/20 from the set considered at the meeting on 23rd 
November 2020.

 Approve that the Letter of Representation for Cumbria County 
Council can be signed, on behalf of the Council, by the Director of 
Finance (s151 officer) and the Chief Executive on the date of the 
audit opinion, subject to there being no significant changes in the 
disclosures in the letter between the date of this meeting (27th 

November 2020) and the date of the audit opinion.
 Confirm that they have received and considered the findings in 

the external auditor’s Audit Findings Report for Cumbria County 
Council.

 Approve the audited accounts of Cumbria County Council for 
2019/20, including the Cumbria LGPS.

 Approve the Annual Governance Statement.



2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The delivery of action plans in response to the findings of audit 
reviews is essential to ensure the improvement in internal control 
systems and to ensure that the Council’s resources are properly 
applied, risks are appropriately managed and Council Plan outcomes 
are achieved.

3.0 RECOMMENDATION

3.1 Members are asked to:

a) Note the contents of this report.

b) Consider the matters set out by Grant Thornton in the Audit 
Findings Report in relation to Cumbria County Council (Agenda 
Item 7a). In particular, to note: 

I. The headlines (Pages 3 and 4)

II. Significant Findings (Pages 10 to 15)

c) Approve management’s decision not to adjust for the item raised in 
the unadjusted misstatement section of the Audit Findings Report 
(page 28). 

d) Agree the Letter of Representation on behalf of the Council in 
respect of the Council’s accounts to enable Grant Thornton to 
issue audit opinions on the accounts and authorise the Director of 
Finance, as the Council’s Section 151 (Local Government Act 1972) 
Officer to sign the letters. (Agenda items 6a).

e) Approve the Cumbria County Council Accounts 2019/20 which 
incorporates the Cumbria Local Government Pension Scheme 
Accounts on behalf of the Council. (Agenda item 6b).

f) Authorise the Director of Finance, as the Council’s Section 151 
(Local Government Act 1972) Officer to sign the Council’s accounts 
on behalf of the Council.  (Agenda Items 6b).

g) Agree the completed Action Plan to the Audit Findings Report for 
the Council (Agenda item 7a page 24.) 

4.0 BACKGROUND

4.1 The Unaudited Accounts for the County Council and the Cumbria Local 
Government Pension Scheme (Cumbria LGPS) were published on 31st July 
2020 in line with the Accounts and Audit (Coronavirus) (Amendment) 



Regulations 2020. The Chair of the Committee has been briefed throughout 
the accounts closure process. 

4.2 Grant Thornton has now substantially completed their audit work and at this 
meeting will present their Audit Findings Report for 2019/20 in respect of the 
Council’s accounts. This covering report summarises Grant Thornton’s 
findings. It does not add commentary or further explanation to their report, 
but summarises key messages and provides some context. 

4.3 The Committee received a private briefing and training session on the 
Accounts of the Council, Cumbria LGPS and Port of Workington on 18th 
November 2020.

4.4 The Committee approved the Cumbria LGPS and Port of Workington 
2019/20 Accounts at its meeting on 23rd November.

Statement of Accounts – Cumbria County Council

4.5 In summary, the Audit Findings Report (contained at Agenda Item 7a on 
today’s Agenda) comments that “the Accounts have been prepared to a very 
high standard and the finance team have produced good working papers 
and have been responsive to our audit queries”. 

4.6 The production of the Statement of Accounts is an annual exercise and is 
the final piece of the jigsaw in relation to the financial management cycle for 
the Council. By its nature it is a very technical exercise but at its core it relies 
on the significant level of work that is carried out during the year across 
Finance and the wider organisation in managing and monitoring the 
Council’s financial position.    

4.7 The unaudited accounts were amended following the change in Cumbria 
LGPS asset values in August 2020. This has given rise to an increase in the 
Council’s net pension liabilities of £12.490m which has been amended in the 
primary statements. In addition there were some minor changes required to 
disclosure notes to aid the reader’s understanding. These are listed for 
completeness in the Audit Findings Report on page 27. 

4.8 The Audit Findings Report also identifies two items that the Council has 
chosen not to make adjustment for in the primary statements on the grounds 
of materiality. These items are on page 28 of the report and are detailed 
below:

 The Council’s Winter Pressures Grant (value £2.507 million) had been 
incorrectly credited to Taxation and non-specific Grant Income and 
Expenditure. The correct treatment is to credit this Grant to Services, 
in line with the conditions of the grant.

 As part of the review of the valuation of land and buildings at both 31st 
March 2019 there were 41 assets carried in the Balance Sheet at an 
estimated valuation. The estimated value was £74.571m, the assets 
were subsequently formally valued by the in-house valuation team in 



September 2020 at £69.038m. This indicates that the values included 
in the Balance Sheet at 31st March 2019 are overstated by £5.532m. 
However, this should also be viewed in the context of the overall 
review of the Council’s assets not revalued at 31st March 2019 which 
identified that there was a potential understatement of £9.2m, when 
the overstatement of £5.5m is offset this becomes a net potential 
understatement of £3.7m at 31st March 2019 on a Land & Buildings 
net book value in Note 21 – Property Plant and Equipment of £534m.

The same review of assets not revalued was carried out as at 31st 
March 2020 and concluded when taking into account the 
overstatement of £5.5m there is a potential understatement of £4m on 
a land and buildings net book value of £555m.

It should be noted that the review is a purely mathematical exercise 
applying general index changes to the value of the assets, it is a 
general guide to how asset values are changing year on year. 

4.9 The detailed Auditor’s findings on the financial statements are set out on 
pages 5 to 15 of the Audit Findings Report. 

4.10 The key messages of the Council’s Accounts 2019/20 are set out in the 
Narrative Statement to the Statement of Accounts (Agenda Item 6b, pages 
3-23). 

4.11 In respect of Usable Reserves the opening balance on the General Fund 
Balance for 2019/20 was £15.056m. As a result of the final outturn position 
the General Fund Balance at year end was also £15.056m. This is above the 
approved minimum level of £15m approved by Council in February 2020.  In 
agreeing the 2020/21 Budget at its meeting on 13th February 2020 Council 
agreed that the General Fund Balance again should be no less than £15m 
for 2020/21 and wherever possible, effort is made to improve this, given the 
financial context. In short, the continuing savings challenge and the shift in 
funding to a reliance on locally generated income presents significant risk 
and general economic and funding uncertainty over the life of this MTFP. 
The General Fund Balance at 31st March 2020 of £15.056m achieves the 
Council ambition.

4.12 Overall the Council, as at 31st March 2020 has a negative Balance Sheet 
position with Total Net Liabilities of £34.048m, which is an improvement of 
£59.546m from 31st March 2019. Members will remember that the Council 
has had a negative Balance Sheet position as at 31st March for a number of 
years now. The negative Balance Sheet is predominantly as a result of the 
Pension Liability, which is £855.572m at 31st March 2020. The pension 
liability is volatile and is impacted by changes in the financial assumptions 
used in the actuarial valuation of the liability as at the Balance Sheet date. 
The liability is calculated at a point in time (i.e. 31st March) using IAS 19 
accounting requirements and is significantly impacted by Corporate bond 
yields. 

4.13 The Total Reserves of (£34.048m) is made up of £83.551m of usable (cash 
backed) reserves offset by the negative unusable reserves position 
(£117.600m) which are not cash backed. 



4.14 The unusable reserves position includes the negative Pensions Reserve 
which reflects the Pensions Liability position. The Council is in effect having 
to record all of its pension liability as at 31st March 2020 as if it was all due 
to be repaid on that day, equivalent to having an individual’s total mortgage 
liability (repayment and interest) reported as all due on the same day. As 
with most people’s mortgages the Council has an agreed period (13 years) 
to reduce the pensions liability as required by Statute. The Council, along 
with all other employers, are paying additional employer contributions 
annually to meet the shortfall as required by the CLGPS actuarial valuation 
of the Fund carried out as at 31st March 2019. 

4.15 Grant Thornton’s report contains two recommendations relating to the 
valuation of land and buildings to enhance the processes that are currently 
in place. (Agenda item 7a page 24). 

Recommendation CCC Response

Request a formal valuation 
report from the valuer to 
support the year end 
valuation of land and 
buildings. 

For 2020/21 onwards a formal annual 
valuation report will be requested from the 
valuer 

Integrate a review of the 
depreciated replacement 
costs valuation model into 
closedown procedures to 
ensure that it is updated 
on a consistent and 
accurate basis. 

Confirmation of the annual update of the DRC 
valuation model will be documented as part of 
future closedown procedures.

Value for Money

4.16 The Audit Findings Report sets out audit findings in relation to the Value for 
Money assessment (pages 18 to 21). 

4.17 Grant Thornton carried out an initial risk assessment and communicated the 
significant risk they identified to the Committee in September 2020. Their 
audit review focused on:-

 Medium term financial plan (MTFP) and financial sustainability.
The Council’s MTFP covers the 5 year period 2020-2025 and identifies a 
further £44.0m of savings required in the period. There is a budget gap 
of £26.3m for the last three years of the MTFP, with work ongoing to 
identify future savings. The MTFP also identifies a number of significant 
pressures, relating to demand, inflation and investment in transformation 
and priorities. The Council’s government funding position beyond 2020-
21 is unknown. 

The Council’s 2019/20 outturn was to budget but there were variances in 
Directorate outturns at year-end. The most significant overspends were 



due to demand for services within the People Directorate with an 
overspend of £18.4m, driven mainly by pressures in children and families 
and younger adults. This was offset by underspends in other 
directorates. The Council budget set in February 2019 included £22.73m 
of new savings. Overall 75.0% of the savings were delivered in year 
giving a shortfall of £5.674m. The Covid-19 pandemic impacted the 
Council’s operations in Q4. The Council’s 2019/20 accounts includes 
£1.044m of Covid-19 related costs, which was funded by £1.044m of 
additional government grant. Whilst the long term impacts of Covid-19 
are unknown, it is likely to pose significant challenges to service delivery 
and therefore financial sustainability for a number of years. 

Given the 2019/20 outturn, savings gaps in the MTFP, uncertainties 
around the future funding settlement and disruption brought by Covid-19, 
the MTFP and financial sustainability of the Council represents a 
significant risk to our VFM conclusion. In response to the risk we will; 
review arrangements for developing the MTFP; review progress on 
delivery of the MFTP, identification of future required savings and 
managing demand pressures; challenge key assumption in the MTFP 
and review arrangements put in place to manage the financial impact of 
Covid-19. 

4.18 The significant qualitative aspects in respect of the above are set out in the 
Audit Findings Report together with detailed findings and conclusions. These 
are set out in detail on pages 20 and 21 of the AFR. 

4.19 The Auditor’s view is that the Council overall has effective financial planning 
and financial management arrangements in place. The Auditor 
acknowledges the commitment of the Council in its long term planning for 
financial sustainability and offers further consideration for the Council 
relating to the Council’s continuing efforts, financial planning and adequacy 
of reserves. These items of consideration are consistent with the Council’s 
approach to sound financial management.

4.20 Grant Thornton intend to issue an unqualified conclusion stating that the 
Council had proper arrangements in all significant respects to secure value 
for money through economic, efficient and effective use of its resources for 
the year ended 31st March 2020. 

4.21 There are two recommendations in respect of the value for money 
conclusion.

Recommendation CCC Response



Carry out a detailed 
sensitivity analysis around 
the key uncertainties and 
assumptions included in 
the Budget outturn 
2020/21 and revisions to 
the MTFP to assist agile 
financial management to 
secure the Council’s 
medium term financial 
sustainability, in the light 
of the uncertain context for 
Local Government. 

Challenge the 
development of proposals 
for closing and identifying 
the budget gap in the 
MTFP, to ensure they are 
both realistic and 
deliverable. 

The Council continues to robustly review its 
budget forecast and planning assumptions. 
The unprecedented and uncertain context for 
Local Government requires that this rigour is 
maintained, but also presents challenges in 
determining the extent of the budget challenge  
the medium term. The continuing impacts of 
COVID-19 both impact on the demand for 
services (expenditure) and sources of finance 
(income).

Alongside this the Council continues to support 
sector bodies e.g. Local Government 
Association, County Council’s Network, Rural 
Services Network etc in lobbying government 
for a fair allocation of resources and clarity of 
the funding framework for Local Government. 

Financial sustainability is essential to enable 
the Council to deliver key services and 
respond to the continuing impacts of the 
COVID-19 pandemic whilst leading and 
facilitating recovery of the county, working with 
partners, communities and businesses. 

Letter of Representation

4.22 Before issuing the opinion upon the Council’s Accounts, in accordance with 
auditing standards, the Auditor is required to ask the Council for its written 
representations about the Council’s financial statements and governance 
arrangements. The Audit and Assurance Committee is asked to confirm on 
behalf of the Council that the letter has been discussed and agreed, and 
authorise the Director of Finance (s151 Officer) to sign the letter on behalf of 
the Council. To fulfil the International Auditing Standards two signatures will 
be required on the Letter of Representation, these will be the Director of 
Finance (s151 Officer) and Chief Executive. The draft letter of 
Representation in respect of the Council’s Accounts are attached as Agenda 
item 6a. If any further amendments are required then these will be presented 
on the day. 

4.23 Full copies of the updated audited Statement of Accounts 2019/20 are 
attached to this report (Agenda item 6b).  Further to the Statement of 
Accounts 2019/20 included on 23rd November agenda as item 7c, the 
following amendments have been made and these are highlighted in green 
in agenda item 6b are asked to approve in considering the Audited 
Statement of Accounts for issue. 

 On pages 19 and 20 of the Accounts paragraph 12 of the Narrative 
Statement- Financial Outlook and the COVID-19 pandemic – has been 
updated to reflect the latest position.



 Page 66 Note 3 Added the reference to the Cumbria LGPS pooled 
property holdings as reported at the meeting on 23rd November. 

 Page 153 Note 43 Prior Period Adjustment, added paragraph 43 to 
explain an update of £15.943m to a comparative figure for 2018/19 in 
Note 27 Financial Instruments. 

 Page 250 Cumbria LGPS Accounts Note 22 updated the wording to 
add “including pooled property funds”.

4.24 A Briefing on the Accounts was provided to the Audit and Assurance 
Committee in private session on 18th November.  The draft, unaudited 
Accounts were published on the Council’s website on 31st July. The Audited 
Accounts 2019/20 will also be published on the website by the 30th 
November, upon receipt of the signed Auditor’s opinion. 

Debt Management

4.25 The Council’s Constitution requires the annual position in respect to debt 
recovery to be reported to the Audit and Assurance Committee as part of the 
year end reporting routines. The report highlights any significant debts 
(>£10,000) that have been written off for accounts purposes. 

4.26 In respect of Adult Social Care debt the opening balance as at 1st April 2019 
was £13.3m, and the closing balance as at 31st March 2020 was £13.4m 
(Note 26 Nature and Extent of Risks Arising from Financial Instruments – 
credit risk section - of the Statement of Accounts contains further details). 

4.27 The Council’s total non-Adult Social Care debt at the start of the year was 
£20.0m and ended the year at £16.9m. At 31st March 2019 there were 5 
debtors that owed a total of £9.5m. Included in this £9.5m was £2m for a 
developer contribution, £1.7m contribution to the (schools’ improvement) 
Well Project and £5m from CCGs.  At 31st March 2020 there were 5 
individual debtors over £0.5m which totalled £13.3m and included £11.4m 
from CCGs. These debts are part of the balances shown in Note 26 Short 
Term Debtors and Prepayments of the Statement of Accounts.

4.28 A total of £2.249m (2018/19 £0.606m) debt was written off during the year. 
The bulk of this amount (£2.215m) relates NHS Legacy debt, the remaining 
£0.034m were all individually less than £10,000.

4.29 The NHS Legacy debt write off relates to the rebasing of the learning 
disability pooled fund and the backdating of additional contributions to 
2014/15. Following the rebasing of contributions case reviews were 
undertaken with the Council and the CCGs agreeing that the liability for an 
element of the backdated costs totalling £2.215m, covering the period 
2014/15 to 2018/19, does not rest with the CCGs. These amounts have 
therefore been written off. 



Julie Crellin
Director of Finance (s151 Officer)
25th November 2020

APPENDICES

Note:  Agenda items 6a and 6b are published separately on the agenda

BACKGROUND PAPERS
None

Contact: Paul Turney – Senior Manager – Accountancy and Financial 
Planning (07827 449394, paul.turney@cumbria.gov.uk)

Contact: Fiona Parker –Group Finance Manager – Corporate Accounting 
(07741 230019, fiona.parker@cumbria.gov.uk)

 


